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An Evaluation Of The 1981 AFDC Changes:

Initial Analyses

The Omnibus Budget Reconciliation Act of 1981 (OBRA) made major changes in the Aid
to Families with Dependent Children (AFDC) program, particularly with regard to AFDC
recipients’ earnings. These changes resulted in the ioss of AFDC benefits for many
working recipients, and they reduced benefits for many others.

From its survey of state public assistance agencies and an analysis of 10 years of HHS
program data, GAO estimates that when the declines in caseload and outlays stabilized,
OBRA had decreased the national AFDC-Basic monthly caseload by 493,000 cases and
monthly outlays by $93 million. However, because the caseload rose faster than pre-
dicted after this point, long-term effects are less certain.

GAQ conducted in-depth evaluations of OBRA’s effects on individual AFDC families in
Boston, Dallas, Memphis, Milwaukee, and Syracuse, using case records and interviews.
These evaluations indicate that by fall 1983, most working recipients who lost benefits
because of OBRA had not quit their jobs and returned to AFDC.

In interviews with former working recipients more than a year after their termination
from AFDC because of OBRA, GAO found that OBRA changes to the food stamp program
appear to have resulted in a simultaneous loss of AFDC and food stamps for many
families in Boston, Milwaukee, and Syracuse. Although earnings increased for many
who remained in the labor force, the respondents as a whole (including those no longer
working) experienced significant income losses in all five sites. Apparently they did not
make up the loss of income from AFDC and food stamps by working. Additionally, in
Dallas and Memphis, about half of these families remained without health insurance
coverage after having lost Medicaid.
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UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON, D.C. 20548

PROGRAM EVALUATION
AND
METHODOLOGY DIVISION

B-214752

The Honorable Dan Rostenkowski
Chairman

Committee on Ways and Means
House of Representatives

The Honorable Barber Conable
Ranking Minority Member
Committee on Ways and Means
House of Representatives

Subject: An Evaluation of the 1981 AFDC Changes: 1Initial
Analyses (GAO/PEMD-84-6)

As you“requested om June 15, 1982, the Program Evaluation
and Methodoiogy Division of the U.S. General Accounting Office
(GAO) has{evaluated the effect of changes in the Omnibus Budget
Reconciliation Act of 1981 (OBRA) to the Aid to Families with
Dependent Children (AFDC) program. ' In your letter and in sub-
sequent discussions, you asked us to

1. estimate how OBRA's changes to AFDC affected national
caseloads and outlays;

2. provide data on the percentages of AFDC earners (that
is, working recipients) and nonearners affected by the
various OBRA changes;

3. determine what happened to earnings patterns and welfare
use patterns among individuals who were removed from the
AFDC rolls:

4, provide data on demographic and income and other
resource characteristics of AFDC families before and
after the implementation of OBRA's changes to AFDC and
provide information on how often AFDC recipients moved
on and off the AFDC rolls;

5. examine the effect of OBRA's changes to AFDC on the
composition of AFDC households;

(973574)
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6. ascertain the economic well-being and general
circumstances of the individuals and households who were
removed from the AFDC rolls and, to a lesser extent, of
those who received reduced benefits.

The purpose of this letter and its enclosure is to report our
initial findings.

We understand that this list of requests for information
stems from three needs. First, there is a general need to know
what has occurred nationally with respect to AFDC caseloads and
outlays as a result of the OBRA changes. Second, there is a more
specific need to know whether the new limits on gross income for
determining eligibility for AFDC and the changes in the treatment
of earned income led to more or to less dependence on welfare.
Concern had been expressed in the request letter that OBRA's
changes to AFDC and the associated loss of Medicaid for cases
that closed might discourage AFDC recipients from working and
lead them to increase their reliance on welfare. Third, there
is a need to know whether the economic well-being and general
circumstances of families who lost eligibility for AFDC because
of OBRA have been affected, regardless of any effects on their
enployment and use of welfare.

We formed an evaluation advisory committee, composed of
representatives from the Congressional Budget Office, the Con-
gressional Research Service, and the welfare research community,
to guide us in designing our evaluation. The design we selected
has two major components: a national component, which includes a
survey of the states' implementation of the OBRA changes to AFDC
and an analysis of OBRA's effects on national AFDC-Basic case-
loads and outlays, and an in-depth component, which consists of
five separate evaluations of the effects of the OBRA changes on
individual AFDC-Basic families in Boston, Massachusetts; Dallas,
Texas; Memphis, Tennessee; Milwaukee, Wisconsin; and Syracuse,
New York. These sites differ substantially in how they have
structured the AFDC program and AFDC benefit levels. The in-
depth evaluations involved reviewing large numbers (almost 12,000
overall) of case records of both working and nonworking AFDC
families in a "base period" before OBRA, in an "OBRA period" dur-
ing which the AFDC changes were implemented, and in a period
after OBRA's implementation. We conducted interviews also with
between 127 and 147 persons in each site who were working and re-
ceiving AFDC benefits before OBRA's implementation but who lost
eligibility for AFDC because of the changes OBRA made to the
program.

The presentation of our findings with this letter includes
detailed information on the evaluation design, how we conducted
it, and our specific analyses. Some of the information we pre-
sent raises additional questions that cannot yet be answered:
the present analyses are only the first among many that we plan
to perform on several very comprehensive data sets.
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We have used our data in these initial analyses to meet the
Committee's needs in the following manner. We use data from the
national component to estimate OBRA's effect on national case-
loads and outlays. We use case record data from the in-depth
evaluations to provide information on cases affected, changes in
earnings and AFDC use patterns, and the characteristics of the
AFDC caseload before and after OBRA. Finally, to address changes
in the economic well-being and general circumstances of the work-
ing families who lost AFDC in our five sites, we use the informa-
tion garnered from in-person interviews. We plan more detailed
analyses to investigate many of these topics further and to
examine whether OBRA has had an effect on the composition of
households. Information is also forthcoming on reasons for
movement on and off the AFDC rolls and changes in housing
and child-care arrangements for cases that lost AFDC
eligibility. ,

To obtain a comprehensive picture of the effects of OBRA's
changes to AFDC, it is necessary to consider findings from both
the national and in~depth components of the study. Here, we
first present the results from the national component regarding
OBRA's effects on AFDC~Basic caseloads and outlays. Having
ascertained that caseloads and outlays declined after OBRA's im-
plementation, we then summarize the highlights of our in-depth
evaluations in the five sites in order to provide information on
the rate at which cases cut from the AFDC rolls by the 1981
changes returned to AFDC and on the different ways in which AFDC
use and earnings patterns changed.

The most challenging part of our study was in providing in-
formation on the economic well-being and general circumstances of
the families who had been working but lost AFDC eligibility be-
cause of OBRA. We used intensive tracking procedures that en-
abled us to obtain interviews from 73-88 percent of our samples.
To our knowledge, these interview completion rates are higher
than those of any similar studies to date. This portion of our
study probably brings the greatest amount of new information to
bear on the results of the OBRA changes to AFDC. As requested by
the Committee, we did not obtain comments from the U.S. Depart-
ment of Health and Human Services on the results of our initial
analyses, Our review was performed in accordance with generally
accepted government auditing standards.

HIGHLIGHTS OF OQUR FINDINGS
FROM THE NATIONAL COMPONENT

SeVeral months after the OBRA changes to AFDC, national
AFDC-Basic caseloads had decreased and so had outlays, compared
to what they would have been without OBRA:

~-We estimate that 493,000 fewer cases were open in an aver-
age month, This is in the context of approximately 3.6
million cases active in the month prior to OBRA.
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--We estimate that outlays were $93 million less in an aver-
age month. This is in the context of a monthly outlay ex-
ceeding $1 billion prior to OBRA.

-~There is some indication that both of these effects are
not permanent but eroding over time. More data are needed
for a longer time period after OBRA's implementation to
determine whether the effects are lessening. We plan to
examine this question in the future.

HIGHLIGHTS OF THE FINDINGS
FROM THE IN-DEPTH EVALUATIONS

We analyzed the data from each of the five sites separately,
so that we could identify any patterns they share. Differences
between the sites may reflect state program variations, such as
need standards and payment levels. For example, Boston, Milwau-
kee, and Syracuse pay relatively high AFDC benefits while in com-
parison Dallas and Memphis pay low AFDC benefits.

~--Overall, the OBRA changes affected working AFDC recipients
disproportionately. Large percentages of AFDC earner
cases . (that is, cases that included workers) were either
closed or had their AFDC grants reduced: 39-60 percent of
the cases were closed and an additional 8-48 percent of
the cases were given reduced grants. The comparable
figures for nonearner cases are 1-12 percent closed and an
additional 1-6 percent reduced. Because earners make up
only a small proportion of the entire AFDC caseload,
OBRA's overall effect on the total caseload is only 7-14
percent cases closed and 1-11 percent cases reduced.

--The average monthly AFDC dollar losses for closed earner
cases were substantial: $71 to $74 in Dallas and Memphis
and $156 to $198 in Boston, Milwaukee, and Syracuse. For
reduced cases, the average monthly AFDC dollar losses were
$46 to $52 in Dallas and Memphis and $110 to $137 in Mil-
waukee and Syracuse. .(Data were not available for Boston.)

--Many earners who lost AFDC in the sites paying higher
benefits reported that they simultaneously lost food stamp
benefits, probably because OBRA also tightened eligibility
rules for the food stamp program. For example, in Syra-
cuse 79 percent of the closed cases containing earners re-
ported that they had been receiving food stamps prior to
OBRA, with an average grant of $81, and 72 percent of
these lost food stamps when they lost AFDC.

These findings show large losses for AFDC earners. The sub-
stantial number of earner cases affected by the changes that OBRA
made to AFDC and the food stamp program confirms the need for
more information on whether changes occurred also in dependence
on welfare and in work effort and on whether the general circum-
stances and economic well-being of these families were affected.
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-~In general, our data indicate that most earners who lost
AFDC benefits did not quit their jobs and return to AFDC.
Twelve months after OBRA's implementation, only 7-18 per-
cent of these cases were back on the AFDC rolls. It is
also true that.most of those who returned were no longer
working.! If return rates are calculated for those who re-
turned at any time in the year after OBRA, the rates are
somewhat higher, at 11-30 percent across the five sites.

--In looking at patterns of AFDC use for all cases in our
base~period and OBRA-period samples,Vwe found that a sig-
nificantly larger proportion of the OBRA-period earner
cases than base-period earner cases were closed a year
later." Yet there was only one significant difference be-
tween these samples in the percentage of earner cases on
the rolls and without earnings a year later. This sug-
gests that working AFDC recipients were no more likely to
stop working and increase their reliance on AFDC after
OBRA's implementation than they were in the prior year.
Further analyses suggest that the differences in the use
of AFDC for the OBRA-period and base-period earner cases
stem directly from the eligibility and benefit calculation
changes in OBRA rather than from behavioral responses
among the recipients. For nonearners, the pattern of AFDC
use was generally the same for the base-period and OBRA-
period samples, although in the OBRA period there were
slightly fewer open cases that had earnings a year later.

The following information on the general circumstances and
economic well-being of workers who lost AFDC is drawn from inter-
views conducted in August~December 1983, in which they reported
their current situation and their circumstances before losing
AFDC.

=-=All these families were categorically eligible for Medi-
caid while they were receiving AFDC, but few were re-
ceiving Medicaid or any other form of government-
subsidized health care at the time of the interview.
The dlfferences in private health insurance coverage are
pronounced:j in Dallas and Memphis, about 25 percent of
the respondents had prlvate coverage for themselves or
their children, while in Boston, Milwaukee, and Syracuse
the figure was 57-61 percent. BApproximately 60 percent of
the respondents in Dallas and Memphis had no coverage at
all for themselves; a comparable number in Dallas had no
coverage for their children. In Memphis, children in 50
percent of the families lacked health insurance coverage.

~—The respondents in four 51tes, particularly in Milwaukee,
reported the occurrence of various hardships 51gn1flcantly
more often after OBRA than in the 2 years before. For
example, they more frequently reported having to borrow
$50 or more from friends or relatives. In three sites,
they more frequently reported having to get food from a
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charity and running out of food and having no money to buy
more. The three sites where respondents ran out of food
more often were the sites where the greatest percentages
lost food stamp benefits when they lost AFDC benefits--
Boston, Milwaukee, and Syracuse.

-~-As for employment, 77 88 percent of the respcndents were
enployed when we interviewed them in Boston, Milwaukee,
and Syracuse, but in Dallas and Memphis the figures were
lower, at 63 and 69 percent. {Many of those who were in
the labor force had increased their average monthly earn-
ings (even after an adjustment for inflation),/ but 11-32
percent reported decreases in earnings, compared to their
situation before OBRA.M Only in Boston was there evidence
of a significant increase in the number of hours being
worked.

~-All sites show a similar pattern of loss when the monthly
income of the respondent is compared for the period before
the loss of AFDC and the time of the interview. The
respondents' income from any earnings and AFDC and food
stamp grants was significantly lower--$115 to $229 a month
less, in constant dollars. Thus,‘even though earnings in-
creased for many who remained in the labor force, the re-
spondents as a whole (including those no longer working)
apparently did not make up the entire loss of income from
AFDC and food stamps by worklng.‘

~<~0ur comparisons of the respondents' income before and

~-after OBRA do not include the resources of household mem-
bers other than the respondents, and there is some possi-
bility that additional resources may have been available
to them. However, at the time of the interview, the aver-
age reported monthly household income (including the
earned and unearned income of all household members) was
lower than the 1983 OMB poverty level for 28-41 percent
of the families in Boston, Milwaukee, and Syracuse; in
Dallas and Memphis, it was 75-86 percent.

We hope that you find our more detailed breakdowns useful
and interesting. We plan to continue with our analyses, and we
hope to provide you with additional information in the future.

Sincerely,

e TLQ <

Eleanor Chelimsky
Director

Enclosure
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On June 15, 1982, the House Committee on Ways and Means
requested that the U.S. General Accounting Office evaluate the
effect of changes the Omnibus Budget Reconciliation Act of 1981
(OBRA) made to the Aid to Families with Dependent Children (AFDC)
program, This document is a factual summary of the initial find-
ings of the evaluation. 1In this statement, we outline the evalu-
ation design, describe how the evaluation was conducted, and pro-
vide tables showing the results of the initial analyses. A more
comprehensive report is forthcoming.

THE OBJECTIVES OF THE EVALUATION

The AFDC program includes AFDC-Basic, a program that pro-
vides assistance throughout the states to needy children without
able-bodied fathers at home, and AFDC~UP, a program that provides
assistance in 23 states to needy children in two-parent families
in which the principal wage earner is unemployed. Because the
two programs have different rules and because AFDC-UP makes up
only a small proportion of the national caseload, we limited our
evaluation to AFDC~Basic. We also excluded foster-care cases.
All further references to AFDC in this document are to the AFDC-
Basic program, unless otherwise noted.

The 1981 OBRA legislation made substantial changes in the
AFDC program, particularly regarding the earned income of working
welfare recipients. These changes were aimed at reducing costs
and creating disincentives to "welfare dependency." For example,
OBRA imposed a 4-month limit on eligibility for an existing pro-
vision in which the first $30 of earned-income and one-third of
the remainder were disregarded. This "$30+1/3 earned-income
disregard"” was viewed when it was implemented in 1969 as an in-
centive for welfare recipients to work, because it reduced the
"welfare tax" on earnings from 100 percent to 67 percent, but
proponents of the 1981 OBRA changes viewed the $30+1/3 provision
as a failure. 1In 1981, this provision and other rules of the
AFDC program were seen as fostering rather than discouraging de-
pendence on welfare. Therefore, to reduce federal costs and to
direct resources to the most needy, the rules were generally
tightened.

Of the 22 provisions in OBRA on the AFDC program, the 6 that
are most relevant to our evaluation are

--the limitation of gross income to 150 percent of the state
need standard,

--the calculation of the $30+1/3 earned-income disregard on
net rather than gross income and its restriction to 4 con-
secutive months of employment,

-~the placement of a $75~ceiling on work-expense deductions
for full-time employment,




—~Ehe plaeement of a SIGﬂ—celllng on the chlld-care expense

deduction for each Cﬂl.LO,

~the inclusion of the income of stepparents, and

i

-~the limitation of assets to $1,000.

_ The Committee on Ways and Means asked us to prudiﬂe
information on the following:

1. the effect of OBRA changes to AFDC on national case-
loads and outlays;

2. the percentages of AFDC "earner" and "nonearner"
cases affected by the various changes OBRA made to
AFDC:;

3. changes in the earnings patterns and the use of
welfare among individuals who were removed from the
AFDC rolls;

4. the demographic and income and other resource character-
istics of AFDC families before and after OBRA and their
movement on and off the AFDC rolls;

5. OBRA's effect on the composition of families and house-
holds; and

6. the economic well-being and general circumstances of the
individuals and households who were removed from the
AFDC rolls and, to a lesser extent, of those whose bene-
fits were reduced.

These issues were generated from three concerns the Commit-
tee expressed about the changes OBRA made to the program. The

first is what has occurred natlonally as a result of OBRA with
respect to AFDC caseloads and outlays. The second is whether

changes such as the time limit on the $30+1/3 earned-income dis-
regard and the 1l50-percent limit on gross income, and the poten-

tlal loss of Medlcaid with the loss of AFDC, cause famllles to
decide not to work and to rely 'I-ni-al'hr on AFDC. The third is

S e S e VY N AAL L e

whether the changes in OBRA have affected the well-being of fami-

lies who lost AFDC or received reduced AFDC benefi ts, roagardlesgsg
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of OBRA's effect on their dependence on welfare,

THE EVALUATION DESIGN, SCOPE,
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two major components- (l) a national component that has two data
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sources——-a survey of all state welfare agencies and AFDC program
data from the U. S. Department of Health and Human Services (HHS)

-—and (2) an in-depth componenc, in which we conducted separate
in~-depth evaluations of OBRA's effect on individuals and families
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at five sites: Boston, Massachusetts; Dallas, Texas; Memphis,
Tennessee; Milwaukee, Wisconsin; and Syracuse, New York.

The national component

We surveyed all state and territorial welfare agencies, ask-
ing for information on the timing of the implementation of the
OBRA changes, the implementation procedures that were used, offi-
cial views of which provisions had the greatest effect on case-
loads and outlays, and the legal challenges that were encoun-
tered. We requested further information on changes in the state
AFDC program to such elements as need standards, payment stand-
ards, liquid-asset limits, and practices regarding child-care
expenses. We received responses from all 50 states, the District
of Columbia, Puerto Rico, and Guam. To this information we added
monthly data on the national AFDC-Basic caseload and outlays
from January 1973 to June 1983, which we obtained from archival
sources published by HHS and from the Office of Research and
Statistics in the Social Security Administration. From the sur-
vey and the program data, we reviewed the implementation of OBRA
and estimated its effect on AFDC-Basic caseloads and outlays
nationwide.

The in-depth evaluations

To ascertain OBRA's effects on AFDC families, we conducted
separate in-depth evaluations at five sites rather than execute a
national evaluation. There were four factors in this decision.
(1) We anticipated that the effects of the OBRA changes would
vary geographically because of differences in state AFDC progranms,
such as their payment levels. (2) The states differed in when
and how they implemented the OBRA changes. For example, some
terminated AFDC eligibility for recipients but then faced legal
challenges that required them first to reinstate cases and then
repeat the termination process. (3) Confining our data collection
to discrete geographic areas made gathering detailed data from
case records and interviews more feasible. (4) Constructing re-
presentative samples of earner and nonearner AFDC cases required
monthly caseload listings that indicate the presence or absence
of earned income, and these were not available in every state.

The sites

In selecting sites, we made an effort to choose areas that
differed in AFDC payment levels, implemented the changes with
relatively little difficulty, and did not have large increases in
unemployment over the study period. We avoided states where the
AFDC need standard was greatly increased close to the time of the
implementation of OBRA. Increasing the need standard could par-
tially offset the effects of the 150-percent gross-income limit,
and we wanted to look only at sites where the full effects of the
major changes would be manifested. Table 1 on the next page con-
tains descriptive information on the five sites we selected. Our
data on AFDC recipients in Dallas, Memphis, Milwaukee, and
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Syracuse are from county AFDC caseloads. Since special monthly
reporting demonstrations were under way in some Boston welfare
offices, we confined the Boston evaluation to three city welfare
offices~-Church Street, Grove Hall, and East Boston.

Table 1

Description of Sites

Site
Characteristic Boston® Dallas Memphis Milwaukee Syracuse
OBRA implementation 10/81~- 10/81~ 10/81~ 1/82- 1/82-
windowP 3/82 2/82 2/82 2/82 5/82
AFDC payment standard $§379 S$116 $122 $444 $351
(3~person household
Septembher 1980)
AFDC need standard $379 $155 $179 $522 $351
(3~-person household
September 1980)
AFDC administration State State State County County
Medically needy Yes No Yes Yes Yes
program
AFDC-UP program Yes No No Yes Yes
Unemployment rates
SMSA
1980 5.1% 4.4% 6.1% 6.2% 7.3%
1981 5.9 4.6 8.2 7.4 6.9
1982 6.7 5.7 9.7 10.5 8.0

3Boston is the only site where the samples are not repregentatiye
of the county. To avoid overlapping special demonstration proj-
ects, we drew the Boston sample from three city welfare offices
--Church Street, Grove Hall, and East Boston.

Prhe months during which the major OBRA 1981 AFDC c@anges were
initially applied to the caseload. In general,'thls is a 5- or
6-month period encompassing the limit on gross income to 150
percent of the state need standard and the loss of the $§O+1/3
earned~income disregard after 4 continuous months. 1In W%scon-
sin, the implementation window is only 2 months because 1n
January 1982 Wisconsin began terminating cases because of QBgA.
However, the 4-month period for the $30+1/3 disregard provision
was started in October 1981; thus, cases losing AFDC eligibility
for this provision came off the rolls in February 1982. 1In
Boston, the window was lengthened to reflect large numbers of
cases for which the first month off the rolls was March 1982.

10
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The data collection

At the five sites, we reviewed case records and interviewed
ns who lost AFDC because of OBRA. We formed six study

ey (&)

perso
groups at each site by sampling the case records of earner and
nonearner AFDC recipiente at three points in time: 13 months
prior to OBRA's implementation, called "base-period" groups; 1
month prior to OBRA's implementation, called "OBRA-period"
groups; and 11 months after OBRA's implementation, called "post-
OBRA" groups. We designated cases recorded as having had earn-
ings on the first of the sample month as "earners" and called all

other cases "nonearners."

S -

Because working AFDC recipients constitute only a small pro-
portion of the entire AFDC~-Basic caseload, we oversampled earners
at all three time points. For the base-period and OBRA-period
groups, we recorded 13-month-long AFDC histories, beginning with
the sampling month, in order to compare welfare participation
patterns. For the post-OBRA group, we collected 1 month of data
on types of assistance and demographic characteristics in order
to address questions of differences in caseloads before and after
OBRA's implementation.

For all sites, we wanted samples of 400 earners and 250 non-
earners for the base and OBRA periods and 150 earners and 150
nonearners for the post~OBRA period. Computerized records made

Table 2

Sample and Estimated Universe Sizes
for Case Record Reviews by Sited

Case review Boston Dallas Memphis Milwaukee Syracuse

Base period

Earners 992. 387 371 778 437
(992) (606) (1,160) (5,448) (754)
Nonearners 507 250 238 501 263

(7,129) (8,848) (18,456) (22,569) (4,494)

OBRA period

Farners 1,171 394 385 817 425
(1,171) (495) (1,061) (4,904) (660)
Nonearners 507 256 241 509 267

(7,147) (9,478) (18,824) (24,421) (4,835)

Post~-0OBRA period

Earners 321 73 141 333 143
(321) (250) (283) (1,664) (319)
Nonearners 304 148 148 300 158

(6,721) (8,741) (17,738) (25,203) (5,050)

dNumbers in parentheses are estimated universe sizes.
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it possible to increase the sample sizes in Boston and Milwaukee.
Table 2 lists the final sample sizes and their respective
universes.

Our interviews at the five sites were conducted with a ran-
dom sample of individuals who had been working and receiving AFDC
benefits when the OBRA changes occurred and who lost AFDC eligi~
bility during the "implementation window" indicated in table 1.
The implementation window is a period of 2 to 6 months, depending
on the site, during which the major changes OBRA made to earned-
income rules were applied to the local caseload. Our interview
samples were drawn from cases in the OBRA-period earner group
that were identified by the case-record review as having lost
eligibility because of OBRA. We attempted to complete at least
130 interviews at each site. A contractor, Market Facts, Inc.,
conducted the interviews, paying respondents $10 each as an in-
centive to participate. The response rates were 73-88 percent
and are explained in table 3.

Table 3

Interview Completion Rates by Site

Boston Dallas Memphis Milwaukee Syracuse

Original sample 175 158 165 165 168
Unable to locate 17 © 14 13 9 7
Refusal ' 25 6 20 17 12
Deceased - 1 - - ——
Incarcerated - o - - 1
Not qualified - 2 - 1 -
Moved away, could 5 2 5 5 1

not interview . . — e -

Completed interviews 128 133 127 133 147

Response rate 73% 84% 77% 81% 88%

SOURCE: Market Facts, Inc.

The design's limitations

Our design strategy for the in-depth evaluations reflects
the priorities of the issues we were asked to address and the
practical considerations of data availability and time. We will
discuss the design's strengths and weaknesses in detail in the
forthcoming report, meanwhile noting the following limitations.

1. Although the consistency of our findings across five

sites gives us confidence in their general applicability, we can-
not generalize from five areas to the nation.

12
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2. Our base-period case dynamics provide an essential per-
spective on the case dynamics in the OBRA period, but the utility
of comparisons between them depends on how accurately the l-year
base-period represents the dynamics for several years before
OBRA. We found it infeasible to construct additional base-period
samples to investigate this question.

3. The utility of comparisons between the base-period and
OBRA-period samples depends further on how well we excluded fac-
tors other than OBRA that might have influenced case dynamics in
the OBRA period. We chose sites carefully to avoid or minimize
the influence of changes in state AFDC need standards and deteri-
orating economic conditions. However, our design does not permit
a separation of these and other factors from the results of our
initial analyses.

4. Our study is confined to the effects of OBRA on AFDC
cases that were active when OBRA was implemented and, therefore,
eligible for benefits under the earlier program rules. We made
no effort to investigate OBRA's effects on case dynamics in the
post-OBRA period.

5. Our interview data are from the reports of individuals,
and statements about AFDC grants, food stamp grants, earnings,
and so on were not verified against program records, pay stubs,
or other documentation. However, we did check for inconsisten-
cies within each interview and coded questionable items as
"missing."

THE RESULTS OF THE INITIAL ANALYSES

The information we present here represents only the initial
round of analyses of three very comprehensive data sets. We have
analyzed the national component of the study to provide informa-
tion about the states' implementation of OBRA's changes to AFDC
and the national effect on caseloads and outlays. We have ana-
lyzed case records and interview data from our in-depth evalua-
tions to address the questions about the percentages of cases
that have been affected, earnings and welfare use patterns, char-
acteristics of the AFDC caseload before and after OBRA, and the
general circumstances and economic well-being of working families
terminated from AFDC. We plan further and more detailed analyses
to investigate these and other issues in greater depth, including
whether the OBRA changes to AFDC were followed by changes in the
composition of households, the reasons that have been recorded
for movement on and off the AFDC rolls, and changes in housing
and child-care arrangements for the cases that lost AFDC
eligibility.

The national component

In table 4 on the next page, we list the 22 OBRA provisions
on AFDC and the months the states report having implemented

13
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Table 4

Number of States That Reported Implementing OBRA by Montha

Provision

150% gross—income limit
4-month limit on earned-
income disregard
Disregard calculation
on net income
$75 work-expense limit
$160 child-care limit
Stepparent income
$1,000 asset limit
$10 minimum payment
18-21-yr-old dependents
3rd-trimester pregnancy
limit
Earned-income tax credit
Lump-sum averaging
Striker exclusion
Alien—-sponsors income
UP principal earner
Vendor restrictions
removed
Monthly reporting
Retrospective accounting
Under—- or over-payments
Work Incentive Program
Community Work Experience
Program
Work Supplementation

1981

1982

10

31
3

28

28
25
21
18
26
14
11

19
22
23
22

7
15

8
8
13
2
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them, For 70 percent of the states, implementation of the
provisions on dgross income, earned income, dependents, and preg-
nancy was completed between October 1981 and February 1982. How-
ever, the states began implementation at different times through-
out a 6-month period, and 13 percent did not begin implementation
before January 1982. The monthly reporting and retrospective
budgeting provisions also tended to be implemented relatively
late. Fifteen states reported having had to contend with legal
challenges to their implementation of the OBRA provisions.

Some states reported that they compensated for the antici-
pated effects of the OBRA provisions, For example, 6 states re-
ported having raised their need standards in direct response to
OBRA. Raising the need standard partially negates the provision
that limits eligibility to cases that have gross incomes of less
than 150 percent of the standard. Some states reported that they
used state funds to cover cases rendered ineligible for AFDC
under the provisions on third-trimester pregnancy and dependents
18-21 years old.

We asked the states to name and rank the five OBRA provi-
sions that have had the greatest effect on the size of their AFDC
caseloads and total payments, For caseloads, the states cited
the provisions on income-~-the 150-percent gross-income limit,
earned income; and stepparent income--most frequently. The 150-
percent gross—income limit was usually ranked first for both
caseloads and total payments. We summarize these rankings in
appendix 1.

We obtained HHS monthly time series data on the national
AFDC-Basic caseload and total federal and state dollar outlays
(that is, payments) for January 1973 through June 1983 in order
to estimate OBRA's effect on them. We used auto-regressive inte-
grated moving average (ARIMA) modeling techniques, which predict
recent or future observations from earlier time points. 1In this
statistical procedure, when some intervention is known to have
occurred, such as the OBRA changes to AFDC, the size of the esti-
mated effect is the difference between actual observations after
the intervention and observations forecast by the ARIMA model of
what would have happened in the absence of the intervention. The
ARIMA procedure allows the incorporation of additional time
series when they would improve its forecasting ability. Figures
1 and 2 on pages 16 and 17 show the results of these analyses.

Figure 1 shows the actual national AFDC-Basic caseload from
January 1973 through June 1983. Following a period of steady in-
crease through 1975, the caseload leveled off and even declined
slightly through mid-1979. Then it began again to rise steadily
and continued to increase until 6 months prior to OBRA. Immedi-
ately after the states began implementing the OBRA AFDC provi-
sions, the caseload dropped dramatically, reaching a level in
June 1982 that was 337,000 cases less than the level in September
1981.
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Figure 1

NATIONAL AFDC—BASIC CASELOAD¥
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Figure 2 '

NATIONAL AFDC—-BASIC OUTLAYSY
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We developed an ARIMA model of caseload size that was based
on the assumption that, because of OBRA, the caseload would grad-
ually decline and then level off. The model took into account
the number of women reported by the Bureau of Labor Statistics as
unemployed and maintaining families. (In appendix II, we give a
more detailed explanation of our modeling strategy and statisti-
cal analyses.) The forecasts of the AFDC-Basic caseload from
this model are also plotted in figure 1. Given this analysis, we
estimate that in the short term OBRA decreased the monthly AFDC-
Basic caseload by 493,000 cases, compared to what the caseload
would have been in the absence of OBRA.

We are less certain about the long term. Figure 1 shows
that, in later months, the time series data indicate the actual
caseload as somewhat higher than what the model predicted.

This suggests that OBRA's effect on the caseload may be
eroding., This interpretation assumes that the model operates
equally well in the post-OBRA period.

Figure 2 shows the actual national AFDC-Basic outlays (in
current dollars) from January 1973 through June 1983. Unlike the
caseload, outlays rose fairly steadily during the entire period
preceding OBRA, with some marked increases at yearly intervals
beginning in mid-1979. The implementation of OBRA was clearly
followed by a decrease in AFDC outlays, although the decrease
was not as dramatic as that for the caseload. Average monthly
outlays decreased $75.7 million from October 1981 to June 1982.

The general tendency of AFDC outlays to increase over time
must be considered in estimating OBRA's effect. The ARIMA model
we used (described in appendix II) gave us an estimate of a
monthly average decrease of $92.8 million. Again, however, there
is a divergence in the later months between actual outlays and
the model's prediction, which suggests that OBRA's effect on
costs may also be eroding. More definitive conclusions on OBRA's
long-term effects on both caseloads and outlays would require at
least 12 additional months of data.

The in-depth evaluations

In analyzing the data from the five sites, we treated each
site as an independent evaluation. We have displayed our find-
ings from the initial analyses in parallel, This helps reveal
any patterns among the sites. The patterns may reflect state
variation in the AFDC program, such as ways in which different
state AFDC need standards and payment levels shape the character-
istics of local AFDC caseloads. For example, Tennessee and Texas
pay lower AFDC benefits than most of the other states, while ben-
efits in Massachusetts, New York, and Wisconsin are relatively
high. 1In the remaining sections of this document, we present our
initial findings from the in-depth evaluations. We first concen-
trate on our analyses of the case record data and then summarize
what we know about AFDC earners who lost AFDC eligibility because

of OBRA.
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Table 5

Percentage of Cases Closed or Reduced
Because of OBRA. murlng the Implementation
Window by Sitec ‘

Cases BostonP Dallas Memphis Milwaukee Syrécuse

Farner

Closed 60.0 56.8 54,9 38.6 40,2

Reduced v n 7.8 16.7 48,0 35.4
Nonearner _

Closed 2.8 11.6 9.9 0.8 2.2

Reduced - 0.8 5.8 3.5 1.2
Total caseload

Closed 10.8 13.9 12.3 7.1 6.9

Reduced e 1.1 6.4 10.9 5.4

AThese figures do not reflect all case terminations: in four

of the five sites, some provision was not implemented during
the implementation window. Cases that initially had their AFDC
grants reduced and that were subsequently closed within the
implementation window appear throughout the analyses as
terminations.

PBecause there are no special OBRA termination codes for the Bos—
ton data, the number of OBRA terminations is based on the com-
parison of frequencies of closing codes in the prior year with
those in the OBRA period. A small number of the Boston case
closings may stem from normal attrition. It was not possible
to estimate the number of Boston OBRA grant reductions.

Closings and reductions of AFDC
cases because of OBRA

The case record data from the five sites reveal that, as ex-
pected, the OBRA changes affected working AFDC recipients dis-
proportionately in relation to recipients who were not working.
Table 5 shows that 39 to 60 percent of the OBRA-period earner
cases-—-those with earnings in the sample month--were closed be-
cause of OBRA during the implementation window_while only 1 to
12 percent of the nonearner cases were closed.l Similariy, AFDC

1in determining the percentages of closed and reduced cases, we
counted cases as closed if they were closed because of OBRA at
any time during the OBRA imnplementation window, regardless of
whether they were previously reduced by OBRA. Thus, the cate-
gories of "closed cases" and "reduced grants" are mutually
exclusive. It was not possible to determine the percentage of
cases in Boston receiving reduced grants because of OBRA.
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grants were reduced for 8 to 48 percent of the earner cases
because of OBRA while grants were reduced for 1 to 6 percent of
the nonearner cases. Earners are a small proportion of the AFDC
caseload; consequently, the combined percentages in all the sites
ranged between 7 and 14 percent of the caseload closed and be-
tween 1 and 11 percent reduced.

Differences among the sites reflect, to a degree, differ-
ences in state need and payment standards. In a state with a
high need standard, the OBRA gross-income limit of 150 percent
of the state need standard may not affect cases with relatively
high income. 1In the sites with lower need and payment standards,
earners are much more likely to have their grants discontinued
than simply reduced. For example, a three-person household with
a monthly income of $560 would pass the 150-percent test in Bos-
ton, Milwaukee, or Syracuse but would fail it in Dallas or Mem-
phis. In Syracuse and Milwaukee, the sites with the highest
benefits in our study, the percentages of earner cases given re-
duced grants were 35 and 48 percent, respectively. In Dallas and
Memphis, with the lowest benefits in our study, 8 and 17 percent
of the earner cases were reduced.

Because of the relatively small percentages of case closings
and reductions for nonearners in the caseload--and, therefore,
our small sample sizes for nonearner cases--we display the speci-
fic reasons for OBRA's closings and reductions only for the
earner cases. Provisions on the treatment of income account for
most of the closings and reductions of earner cases in our study,
as tables 6 and 7 show (table 7 is on page 22). Percentages do
not add to 100 in all sites because a few cases could not be
placed in specific classifications.

More than 90 percent of the earner cases were closed in each
site because of three OBRA changes: (1) the 150-percent gross-
income 1limit, which closed most of the cases, (2) the 4-month
limit on the $30+1/3 earned-income disregard, and (3) the other
earned-income provisions--the work-expense limit, the child-care
expense limit, and the application of the $30+1/3 calculation to
net rather than gross income. The $1,000-asset limit, the third-
trimester pregnancy limit, and the counting of stepparent income
had relatively little effect. However, not all these other pro-
visions were implemented during the implementation window.

More than 85 percent of the OBRA reductions to earner cases
in each site were caused by the 4-month limit on the $30+1/3
earned-income disregard and the other earned-income provisions.
Cases that were first reduced and later closed because of OBRA
during the implementation window are classified here as closed
cases.

Firm conclusions on the effect of each provision on closings

and reductions cannot be made confidently from the data for sever-
al reasons, including the order and timing of the implementation
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Table 6

Percentage of AFDC-Basic Earner Cases Closed
by OBRA Provision and Site

Provision Boston Dallas Memphis Milwaukee Syracuse
{(n=703) (n=223) (n=207) (n=315) (n=170)
4-month limit on earned- 13.4 8.5 14.0 46,2 11,2
income disregard
150% gross-income limit {84.1a 88.8 75.8 9.3 83.5
Earned-income provisions 0.9 3.4 39.7 3.5

Calculation on net
$75 work-expense limit
$160 child-care limit
3rd-trimester pregnancy
limit

o

o
o
b
Q
o

Earned-income tax credit b 0.4 0 0 b
> Lump-sum averaging b 0 0 0 0.6
$1,000 asset limit c 0 0 3.8 0
18-21-yr-old dependents 2.5 0.9 4.3 ¢ 1.2
Stepparent income b 0.4 1.4 b 0
Striker exclusion b 0 0 0 0
% of sample 60.0 56.8 54.9 38.6 40.2

8Data were not available for determining which of the OBRA income provisions
were responsible for these case closings; therefore, all these case closings
have been recorded in a category combining the 150-percent gross-income limit
and earned-income provisions.

brhe provision was not in effect during the implementation window.

©The provision was part of state AFDC practice prior to OBRA.

- HANSCTIONA

HANSOTONA



ENCLOSURE

ENCLOSURE

*¥ddg0 03 xotad soTizoerad DAV o3e3s jo 3aed

*uotrsTacad sTy3z FuswSTdwy

*pIeboISTp SWOOUT~-PAUIRD BYJ UT sabueyo JO 9sneDdq SUOTIONPDOI
*moputm uoTiejuswesTdwT 9yl butanp 309339 uTl 30U

*SUOT3IONPSI JURIH VYEO uo3lsog JO Idqunu Yl 93PWIISd O3 2

sem uotstaoad ayl,
I0U pTP °3e3IS BULp
opnNIouT S8Sed TTV,
sem uotrstaoaxd SULg

TqTssod 30U sem 3Ip

1 AR-1> 0°8¥% L*9T1 8°L - ordwes JO g
0 qa 0 0 - swoout 3jusaeddeis
0 =) £°9 € €1 - sjuspuadep pPTO-IA-12-81
L0 p 0 0 - Juswied wnwWTUIW QT4
0 0 0 0 - putbhbeisae uns-dung
q 0 0 0 S 3ITPOID Xel SdwodUT-pauieqy
ITWIT
o 00°1 1°¢€ q - Koueubsad xs385WTAI~PIAE
FITWIT 2X0-pTTIUD 09T$
JTWIT osuadxa-jIoM GL3
39U UO uoTIRTNDOTERD
0°2sS 1°9L 8 9% 9°9¢g - suotstaoad suwodutT-pauley
piebsisTp swoduUT
£°s¥ 8°2C (ARAY 0°0¢ - —-pouies uUO JITWIT YIuou-¥
(s8v1=u) (zeg=u) (p9=u) (og=u)
asnoeaks 993NeMTTH sTyduap set1ed puo3sod UOTSTAOIJ

©23TS pu® UOTSTAOId VHE0 AqQ

peonpoy sese) Jauley ofsed-pddvyv Jo obejusdisd

L ®Tq®L

22




ENCLOSURE ENCLOSURE

of the 22 provisions, interactions among the earned-income
provisions, and our attribution of closings and reductions to
specific classifications of provisions. For example, the inter-
action of the change in the $30+1/3 grant calculation on net
income and the limits on work expenses and child-care expenses
led us to consolidate these provisions into the single category
"earned-income provisions." The change in grant calculation
affects all recipients with work expenses and child-care expenses
because these expenses are deducted from gross income in order to
determine the net income from which the $30+1/3 disregard is
calculated. The limits on work expenses and child-care expenses
may be insufficient to close some cases, but when these limits
are combined with the smaller $30+1/3 disregard (smaller because
it is calculated on net rather than gross income), a case may
still be earning more than the state payment standard and there-
fore be closed. These provisions interact for reductions also,
making it difficult to determine how much of a reduction should
be attributed to a particular OBRA provision,

It is easier to ascribe closings to the end of the $30+1/3
disregard or to the 150-percent gross~income provision, but the
timing of the implementation of these provisions affects conclu-
sions about their separate effects. For example, the time limit
on the $30+1/3 disregard was not reached until after most of the
other provisions relevant to our study had been implemented, so
that cases closed or reduced because of the 4-month limit are
relatively easy to identify. However, the percentages represent-
ing the frequencies with which cases were either closed or re-
duced because of the 4-month limit on the earned-income disregard
reflect the fact that, in order to face this provision's test, a
case would have to have survived the other income provisions
first. 1In addition, because we classified reduced cases by the
first reduction in them after OBRA, the reported percentages of
reductions from this provision exclude the cases that were previ-
ously reduced by other OBRA provisions.

The reasons we report for the closing of cases differ by
site, partly because of differences in the order in which the
provisions were applied. 1In sites where the 150-percent gross-
income limit was applied before all the other earned-income pro-
visions, including pDallas, Memphis, and Syracuse, cases are
clearly identified as closed because of this provision. (Indeed,
a welfare agency would not seek further reasons for closing such
cases,) In Milwaukee, however, cases were not subjected to the
150-percent income test unless they remained eligible after the
other earned-income provisions had been applied. Therefore, many
more Milwaukee cases were closed because of the earned-income
provisions, and many fewer were closed because of the 150-percent
gross~income test, than in the other sites. Moreover, Milwau-
kee's relatively high need standard--$556 for a three-person
household when OBRA was implemented--means that fewer cases
failed the 150-percent test. To fail, a three-person household
had to have had a monthly income in excess of $834.
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Dollar losses for earner
cases closed and reduced

The AFDC "dollar loss" for each case is the amount by which
its monthly grant was reduced either because the case was closed
or because its grant was reduced during the implementation win-
dow. Dollar losses for earner cases were large, both absolutely
and relative to state payment standards. The finding confirms
the importance of the Committee's question about whether the eco-
nomic well-being of these families was affected by OBRA.

As table 8 shows, the average AFDC dollar loss for closed
cases ranged from $71 and $74 in Dallas and Memphis to $156 in
Boston, $169 in Syracuse, and $198 in Milwaukee. At the time of
OBRA's implementation, the payment standard in Memphis for a
three~person household was $122, and 21 percent of the closed
earner cases had losses of $100 or more. 1In Dallas, the payment
standard was $118, and 28 percent had such losses. 1In the other
sites, the comparable figures are, in Boston, a $379 payment
standard and 69 percent of the cases; in Syracuse, a $381 payment
standard and 69 percent of the cases; in Milwaukee, a $473 pay-
ment standard and 80 percent of the cases.

Table 8

Monthly Dollar Losses of AFDC-Basic
Earner Cases by Sited

Cases Boston Dallas Memphis Milwaukee Syracuse
Closed
Average loss $156 $71 $74 $198 $169
$ with loss < $25 5.2 17.4 12.4 2.2 3.6
% with loss > $100 68.5 28.3 20.7 80.4 69.0
% of sample 60.0 56.8 54.9 38.6 40.2
Reduced
Average loss b $46 $52 $137 $110
% with loss < $25 b 30.0 17.5 6.7 10.7
% with loss > $100 b 6.7 9.5 59,3 50.0
% of sample - 7.8 16.7 48.0 35.4
Closed and reduced
Average loss b $68 $69 $164 $142
% with loss < $25 b 18.9 13.7 4.7 6.8
$ with loss > $100 b 25.7 18.0 68.8 60.4

aphe dollar losses represent a summation of the reductiong
ascribed to OBRA in AFDC-Basic grant amounts during the imple-
mentation window.

brt was not possible to estimate the number of Boston OBRA grant
reductions.
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For reduced cases, average AFDC dollar losses tended to be
much smaller in the sites with lower payment standards than where
payment standards were higher. Reduced cases had average losses
of $46 and $52 in Dallas and Memphis but $110 and $137 in Syra-
cuse and Milwaukee. Losses of less than $25 were more frequent
in sites with lower than with higher payment standards. That is,
in Dallas, 30 percent of the reduced cases lost less than §$25, in
Memphis 18 percent. 1In contrast, only 11 percent of the Syracuse
reductions and 7 percent of the Milwaukee reductions were less
than $25. Many more cases had large dollar losses, of $100 or
more, in the sites with higher payment standards--59 percent in
Milwaukee and 50 percent in Syracuse compared to 7 percent in
Dallas and 10 percent in Memphis.

When dollar losses for closed and reduced cases are com-
bined, the amounts are substantial. The average AFDC monthly
loss for earner cases affected by OBRA ranged from $68 and $69 in
Dallas and Memphis to $142 and $164 in Syracuse and Milwaukee.
While the sites with lower payment standards had more cases that
lost less than $25 than the sites with higher payment standards
had, the number of earner cases that lost $100 or more in the
lower-payment sites was also not small--18 percent of cases
affected in Memphis, 26 percent in Dallas.

Caseload characteristics before
and after OBRA

Comparisons of selected caseload characteristics in the
sampling months before and after OBRA highlight the changes that
OBRA brought about in caseload composition. For example, in four
sites there was a slight decline in the proportion of cases with
earned income between the base-period and OBRA-period months but
a sharp decline between the OBRA and post-OBRA months. The sharp
decline was expected, since several OBRA provisions were designed
to remove earners with higher incomes from the AFDC rolls. The
largest decrease was in Memphis, where 70 percent fewer cases had
earned income in the post-OBRA month (1.6 percent of the case-
load) than in the OBRA month (5.3 percent of the caseload). The
smallest decrease in earners was the 44-percent decrease in
Dallas; in Syracuse, Milwaukee, and Boston, decreases were 52
percent, 63 percent, and 67 percent, respectively.

An increase in the average AFDC grant between the OBRA and
post-OBRA sampling months was also expected. The smaller propor-
tions of earners in the caseload after OBRA's implementation mean
larger proportions of nonearners and, thus, more cases that re-
ceive higher grants on average. Changes in payment standards
also contributed to this increase. For example, in July 1982,
Wisconsin applied a cost-of-living adjustment to its need and
payment standards: for three-person households in Milwaukee,
the maximum AFDC payment rose 6.3 percent, from $473 to $503.

These data, which we have summarized in table 9 on the next
page, also show that caseload size decreased after OBRA, a
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Table 9

Percentage of Caseload with Earned Income
and AFDC-Basic Average Grant and Caseload Size
in Base, OBRA, and Post-OBRA Months by Site

Month?@ Boston Dallas Memphis Milwaukee Syracuse

Earned-income cases

Base 12.2% 6.4% 5.9% 19.4% 14.4%

OBRA 14.1 5.0 5.3 16.7 12.3
Average AFDC grant

Base $300 $106 $111 $368 $289

OBRA 326 106 110 399 311

Post~0BRA 338 108 120 453 330
Caseload size

Base - 8,121 9,454 19,616 28,017 5,248

OBRA 8,318 9,973 19,885 29,325 5,495

POost-0OBRA 7,042 8,991 18,021 26,867 5,369

@Base month = 1 year and 1 month prior to state implementation of
OBRA; OBRA month = 1 month prior to state implementation of OBRA;
post-OBRA month = 11 months after state implementation of OBRA.
For an implementation date of October 1981, these dates corre-
spond to September 1, 1980 (base), September 1, 1981 (OBRA), and
September 1, 1982 (post-OBRA).

pattern that is consistent with the caseload nationally. 1In all
five sites, the caseload increased slightly between the base-
period month and the OBRA month, but the caseload was lower in
all sites in the post-OBRA month than in the OBRA month--15 per-
cent in the three Boston offices, 10 percent in Dallas, 9 percent
in Memphis, 8 percent in Milwaukee, and 2 percent in Syracuse.

In all sites but Syracuse, the caseload size in the post-OBRA
month was actually below what it had been in the base period
month.

Rates of return to AFDC and patterns
of welfare use

In this section, we provide data on the extent to which
families who were removed from the AFDC rolls because of OBRA
("OBRA terminees") returned to the rolls and on changes in pat-
terns of welfare use after the implementation of OBRA. To ad-
dress these issues, we calculated return rates for OBRA-period
earner cases closed because of OBRA, compared return rates for
base-period and OBRA-period earner terminees (regardless of the
reason for closing), and compared the longevity of AFDC partici-
pation for all base-period and OBRA-period earners and nonearn-
ers. We restricted our analyses of return rates to earners
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because of the very small number of nonearners in our samples
whose cases were closed because of OBRA.

In all five sites, most of the earner cases identified as
OBRA terminees did not return to the AFDC rolls during the 13
months through which we tracked them. When we looked at.the rate
at which people returned from the perspective of a single point
in time, we found that between 7 and 18 percent of the earner
cases that had been closed by OBRA were active again one year
after our OBRA-period sampling month (see table 10 on page 28).
The majority of these open cases were recorded as not having
earnings. Looking at the status of cases at a later point,
12-22 months after their termination, we found that in four sites
only slightly more, or 8 to 20 percent, were open. In Dallas,
slightly fewer cases were open than had been open 1 year after
our sampling month.

However, when we looked at how many cases returned through-
out the 13-month tracking period, we found that a larger percent-
age of cases returned at some time within it, at a rate of 11 to
30 percent, even if they were not on the rolls in the last month
of the tracking period. The difference at each site between the
number of cases that were open in the last month of the tracking
period and the number that were reopened some time during the
period represents cases that were closed, returned to AFDC, and
then were closed again. Looking at very short episodes of return
--2 months or less--we found little evidence of substantial num-
bers. 1In Boston and Milwaukee, which had the largest proportions
of short stays, roughly one in four of the cases that returned in
the first 11 months of the tracking period stayed on the rolls
for 2 months or less before leaving again.

To get a sense of whether these return rates differed from
those that were typical for AFDC participants before the OBRA
changes, we compared the figures from the two perspectives for
all the OBRA-period earner cases closed during the months of the
implementation window, whether they were OBRA terminees or not,
with the figures for the base~period earner cases closed during
the corresponding months of the base period (see table 11 on page
29). 1In four of the five sites, the point-in-time return rate
for earner cases closed for any reason was substantially lower in
the OBRA period than in the base period; in Memphis, the rates
were similar. The results for Milwaukee differ from those for
the other sites only in the magnitude of the difference, not in
its direction.

Our figures can be directly compared with the figures in a
national study by the Research Triangle Institute (RTI) for HHS.
As the far right column of table 11 shows, RTI's data are paral-
lel to ours for the status of terminces a year after the sampling
month.

Jsing the more dynamic perspective on return rates yields
similar results for the five sites. 1In four sites, earner cases
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Table 10

The Rate of Return to AFDC Among AFDC-Basic
Earners Terminated Because of OBRA by Site

Perspective
on return rate Boston Dallas Memphis Milwaukee Syracuse

(n=733) (n=223) (n=207) (n=312) (n=170)

Returned at a specific point
12 months after sampling
month

With earnings 1.1% 2.2% 1.4% 5.1% 1.8%
Without earnings 7.2 13.0 12,1 12.5 5.3
8.3 15.2 13.5 17.6 7.1
At case record review 12-22 9.02 13.9 18.4 19.902 8.2
months after termination
Returned during the 13-month 11.0 22.4 18.8 29.8 12.9
tracking period at any time
Of those returning within the 25.8 9.8 10.8 25.0 5.3
first 11 months, stayed (n=66) (n=41) (n=37) (n=80) (n=19)

2 months or less

acase record review was in May 1983, or 15-19 months after termination.
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Table 11

The Rate of Return to AFDC Among Base-Period and OBRA-Period

AFDC-Basic Earners Terminated for Any Reason by Site<

Perspectlve

Returned at a sp
I~ £

12 mon+h
A IISI W82

month
Base

OBRA

Returned during the 13-month
tracking period at any time
Base
OBRA

Of those returning within the
first 11 months, stayed

2 monthgs or lags
wonones iegse

Base

Boston Dallas Memphis Milwaukee Syracuse RTIP
17.7% 24.8% 14,.5% 50.0% 17.6% 24.6%
(n=147) (n=113) (n=76) (n=38) (n=91)
9.,2% 18.5 15.0 17.6%* 7.8% 15.4
(n=856) (n=276) (n=267) (n=352) (n=217)
21.1 30.1 17.1 55.3 20.9 25.7
12,1%* 24.3 19.9 29.6** 12,4 28.7
17.9 3.4 0 9.5 6.7 -
(n=31) (n=29) (n=11) (n=21) (n=15)
26.7 7.1 8.2 25.3 4.5 -
(n=104) (n=56) (n=49) (n=91) (n=22)

ABase-period terminees are all cases in the base-period earner sample that terminated
eligibility during the comparable months of the year prior to the OBRA implementation

o~ v -

window; Uﬁm—perloa terminees are all cases in the uum—perloa earner sampj.e that

3
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terminated eligibility during the OBRA implementation window.
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Somme breakdowns comparable to data in or the Research Triangle Institute's Final
Report: Evaluation of the 1981 AFDC Amendments (Chapel Hill, N.C.: April 15, 1983):
this column is drawn from pages 3-39 and 3-48. RTI's analyses of short stays are not
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that were closed in the OBRA period were less likely to return
during the 13-month tracking period than earner cases that were
closed in the base period. The difference between the base-
period and OBRA-period return rates was statistically significant
only in Boston and Milwaukee, partly because of the small numbers
of base-period terminees in other sitea. Although our figures
bracket RTI's, RTI did not find a lower rate in the OBRA period
nationally. This difference may result from the adjustment of
our study periods for each state to match the date when it imple-
mented OBRA and the particular restrictions that we placed on our
selection of sites. Unlike RTI, we considered only sites in
states where the implementation of the major OBRA provisions was
relatively immediate and direct and where changes in unemployment
were moderate during the study period.

By comparing the percentages of cases that returned only for
short stays in the base and OBRA periods, one can see that in
four sites short stays were more common in the OBRA period. How-
ever, none of these differences were statistically significant,
since the sample sizes for this analysis were even smaller than
the sample sizes for the previous one.

In table 12, we present data on changes in the patterns of
the use of AFDC. We give figures on the status 12 months after
the sampling point for all cases in our base-period and OBRA-
period earner and nonearner samples. Here, of course, we are
no longer referring to return rates, because only some of these
cases were closed during our 13-month tracking period.

Generally, differences between base-period and OBRA-period
samples in percentages of cases on the rolls a year later reflect
the variations in closing rates that we discussed above. RTI's
base-period figures, also displayed in table 12, generally stand
somewhere between our figures. That we found greater contrasts
in some sites between the percentages of earner cases closed
and the percentages open and with earnings for the base and OBRA
periods may stem at least partly from our study design.

In all the sites, a substantially larger proportion of OBRA-
period earner cases than base-period earner cases were closed
1 year after the sample was drawn. However, in four sites, the
percentages of earner cases that were open and without earnings a
year later were not significantly different between the base and
OBRA periods. 1In Boston, a significantly smaller percentage of
earner cases were open and without earnings in the OBRA than in
the base period. For nonearners, there were significant differ-
ences a year later between the base and OBRA periods in three
sites: 1in Boston, Memphis, and Milwaukee, a significantly
smaller proportion of OBRA-period nonearners were receiving AFDC
with earnings a year later.

In the base period, earners could have been expected to be
receiving AFDC a year later, but in the OBRA period they could
not. The probability that earner cases that were open a year
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Table 12

Percenﬁage of AFDC-Basic Cases Closed and Open
12 Months After the Sample Month by Site

JANSOTONH

Cage status Group Boston Dallas Memphis Milwaukee Syracuse
Earner
Closed Base 24.1 40.6 37.9 19.8 32.3
OBRA 74.8** 70.6** 65.6** 56.7%*% 60.0%*%*
Open
With earnings Base 57.6 31.8 40.7 54,2 50.6

OBRA 10.5** 6.6%* 12.5%* 16.6** 21.4%*

Without earnings Base 18.4 27.6 21.4 26.0 17.1
OBRA 14.7* 22.8 21.9 26.7 18.6
Nonearner

Closed Base 17.4 32.9 21.9 17.0 26.2
OBRA 21.5 38.7 27.4 22.0%* 22.8

Open
With earnings Base 5.7 2.0 4.2 5.6 4,2
OBRA 3.0% 0.4 0.4%** 1.8%* 2.6
Without earnings Base 76.9 65.1 73.8 77.4 69.6
OBRA 75.5 60.9 72.2 76.2 74.5

apreakdowns in this table are comparable to data in RTI, or the Research
Triangle Institute's Final Report: Evaluation of the 1981 AFDC Amendments
(Chapel Hill, N.C.: April 15, 1983); this column is drawn from page 3-8.

*pifference significant at the .05 level.
**pifference significant at the .01 level,

w O
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later had earnings a year later varies, but it is significantly
lower after OBRA. In contrast, base-period and OBRA-period non-
earners were equally likely to be receiving AFDC without earnings
a year later.

The figures in table 12 reflect both direct administrative
and indirect behavioral effects of OBRA. Administratively,
OBRA's rules mean that some proportion of the pre-OBRA AFDC case-
load no longer qualified for benefits, most frequently because
the families were earning too much to remain eligible. Behavior-
ally, OBRA's implementation means that AFDC recipients, whether
their cases were closed or still active, could respond to the
new rules by increasing or decreasing their participation in the
labor force. For example, some AFDC recipients who lost their
eligibility for welfare because of OBRA might have quit their
jobs or cut back on the hours they worked in order to qualify
once again for AFDC benefits. Similarly, some AFDC recipients
who might have sought work or worked more over a period of time
under the old rules might have been dissuaded from doing so
under OBRA by the increased likelihood that they would lose
eligibility.

Therefore, it seemed important to determine how much of the
difference in the longevity of cases that we observed between the
base and OBRA periods resulted from the behavioral, as distinct
from the administrative, effects of OBRA. The administrative
effect is reflected in the proportion of the base-period AFDC re-
cipients who were on the rolls 12 months after the sampling point
(1 month before OBRA was actually implemented) and ineligible
under OBRA's rules. The behavioral effect can be estimated as
the difference between the proportion of the base-period cases
on the rolls, adjusted for the administrative effect, and the
proportion of OBRA-period cases on the rolls.

To estimate the administrative effect of the OBRA changes,
we simulated their application in the base period. We tested
each base~period case that was open in the last month of the
tracking period against several of the new rules. We classified
open cases as closed if they would have been ineligible had OBRA
been in effect in that month. 1In the simulation, we included the
gross-income ceiling of 150 percent of the state need standard,
the limitations on child-care expenses and work expenses, the ex-
haustion of the $30+1/3 earnings disregard, the loss of eligibil-
ity for children 18-21, and the counting of stepparent income. 2
Table 13 shows the results of this simulation, displaying both

2phe data used in the simulation were drawn from the last month
of the base period and consisted of amounts of earned and un-
earned income, amounts of child-care and work-expense deductions,
case size, age of the youngest child, and the presence of step-
parents. The information available from Boston's computerized
files was not sufficient to simulate OBRA's administrative

effect.
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Table 13

Percentage of AFDC-Basic Cases Closed and Open 12 Months After
the Sample Month, Adjusted for Eligibility Changes by Site@

Case status Group BostonP Dpallas Memphis Milwaukee Syracuse
Earner
Closed Base actual - 40.6% 37.9% 19.8% 32.3%
" adjusted - 59.9 65.6 50.8 51.5
OBRA - 70.6 65.6 56.7 60.0
Open
With earnings Base actual - 31.8 40.7 54.2 50.6
" adjusted - 12.4 14.1 25.2 31.6
OBRA - 6.6 12.5 16.6 21.4
Without earnings Base actual - 27.6 21.4 26.0 17.1
" adjusted - 27.6 20.3 24.0 16.9
OBRA - 22.8 21.9 26.7 18.6
Pt Nonearner
Closed Base actual - 32.9 21.9 17.0 26.2
" adjusted - 35.7 28.3 24.2 29.7
OBRA - 38.7 27.4 22.0 22.8
Open
With earnings Base actual -— 2.0 4.2 5.6 4,2
" adjusted - 0.8 0.4 3.2 2.7
OBRA - 0.4 0.4 1.8 2.6
Without earnings Base actual - 65.1 73.8 77.4 69.6
" adjusted - 63.5 71.3 72.7 67.7
OBRA - 60.9 72.2 76.2 74.5

@Base-period 12-month dependency rates adjusted by applying the 150-percent limit
on gross income, the 18-21-year-old rule, the stepparent income rule, and the .
OBRA limits on child care and work expenses (where information was available).
In the simulation, it was assumed that cases were no longer eligible for the
$30+1/3 earned-income disregard.

binformation for performing the simulation on the base-period sample was unavail-
able from Boston computerized files,
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actual and adjusted base-period figures in comparison with the
OBRA-period figures.,

A comparison of the actual and adjusted base-period figures
in table 13 shows that the simulation of OBRA's administrative
changes removed most of the difference between the status of
base-period and OBRA-period groups where the difference is great-
est--in earner cases "closed" and earner cases "open with earn-
ings." The percentage of base-period earner cases closed comes,
after the adjustment, within 11 points of the percentage closed
in the OBRA period in Dallas, within 9 points in Syracuse, and
within 6 points in Milwaukee. The percentages are equal in
Memphis. The percentage of base~period cases open with earnings
comes, after the adjustment, within 2 to 10 points of the cases
open with earnings in the OBRA period (which is not statistically
significant at the .05 level).

Since the initial implementation of the OBRA AFDC rules had
a disproportionate effect on earners, it is perhaps to be expec-
ted that the simulation shows a much smaller effect on base-
period nonearners. Even though the additional percentages of
nonearner cases closed in the simulation are small, the adjusted
base-period closings exceed the OBRA-period closings in three of
the four sites for which we had data. However, the adjusted
base-period percentage of nonearner cases closed never exceeds
the CBRA-period percentage by a statistically significant amount.

The comparisons in table 13 provide scant evidence of any
behavioral effect from OBRA. If earners terminated from AFDC in
the OBRA period had quit their jobs to return to AFDC, the per-
centages of cases closed would have been higher in the adjusted
base period than in the OBRA period, but in three sites the pro-
portion was lower in the base-period (significant at the .05
level). Among nonearners, a behavioral response to OBRA would be
revealed most clearly in a difference in the percentages of cases
remaining open without earnings in the adjusted and OBRA periods.
That is, if the new rules deterred nonearning recipients from
looking for jobs, one would expect a higher proportion of cases
in the nonearning open category in the OBRA period than in the
adjusted base period. 1In three of the four sites for which we
had data, the percentage of cases open without earnings is
slightly higher for the OBRA period than for the adjusted base
period, but none of the differences are statistically significant
(at the .05 level). 1In short, if OBRA had any of the behavioral
effects that have been anticipated, they are not large enough to
be evident from the results of this simulation,

As we noted above, the simulation reduces much of the dif-
ference between base-period and OBRA-period patterns for earner
cases, but some difference remains. It is not known whether, or
how much of, the remaining difference stems from using a single
base period to represent case dynamics before OBRA or from the
limitations of the simulation. The data that we obtained from
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the case files and used for the simulation were not complete
enough for a definitive test of OBRA's effects.

For example, in New York a variety of procedures were used
before OBRA to reimburse AFDC recipients for child-care expenses.
Child-care expenses were recorded in some cases as an earned-
income disregard and in others as part of the grant. Where ex-
penses were included in the grant, we lack the information we
need on actual child-care expenses in order to apply the OBRA
provisions accurately to the case. For another example, since
our application of the stepparent provision closes cases when a
stepparent is known to be present in the household, it probably
closed some base-period cases inappropriately. This is because
including stepparent income is likely to make most, but not all,
cases ineligible. Problems like these mean that the simulation
may slightly overestimate or underestimate the number of addi-
tional cases that would have closed if the OBRA rules had been
applied before OBRA.

‘Caution is warranted also in drawing conclusions about
OBRA's effect on "work effort" because our simulation looks only
at the presence or absence of earnings for active cases. We have
no data about the proportions of base-period closed cases with
and without earnings. Nor does the simulation attempt to measure
change in hours worked, even for cases that remained on the
rolls., Thus, the data that were available to us permit only a
partial examination of the patterns of work behavior that OBRA
might have been expected to alter.

Demographic characteristics and types
of assistance among AFDC earners

We draw primarily on interview data to address the Commit-
tee's questions about the economic well-being and general circum-
stances of families OBRA removed from the AFDC rolls. Because
OBRA was intended to--and, in our five sites, did--have its
greatest effect on working AFDC recipients, we drew our interview
samples exclusively from OBRA-period earner cases that OBRA
¢losed. Our comparisons between these OBRA-period closed earner
cases and other earner cases use information in the case-record
reviews, but with a few exceptions the rest of the discussion is
based on the interview data.

Earners who lost AFDC benefits because of OBRA were signifi-
cantly different in several respects from those who did not. 1In
Boston, Milwaukee, and Syracuse, they were more likely to be non-
white and to be in cases of smaller sizes (see table 14 on the
next page). In Boston, Dallas, and Memphis, they were signifi-
cantly younger than in the other cases.

In all sites, earners in more than half of the terminated

cases had at least a high school diploma; in Boston, almost 30
percent had at least some college education., Although we present
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Table 14

pDemographic Characteristics of AFDC-Basic Earners Who Lost AFDC
Because of OBRA Compared to Other Earners by Site

Characteristic Earners Boston Dallas Memphis Milwaukee Syracuse

From case records

$ nonwhite Terminees 85.7 81.2 93.2 72.7 44.7
Other 72.2% 86.0 91.5 56.3% 31.4*

Average case size Terminees 2.8 3.4 3.3 2.8 3.1
Other 3.1% 3.6 3.3 3.0% 3.5*

Average age Terminees 33.6 28.9 30.6 31.4 33.1

Other 34.7* 33.3* 32,3*% 31.5 33.5

% single and never Terminees a 45.2 52.9 47.9 36.5

married Other a 41.5 . 46,3 35.5% 28.0

% cases with children Terminees 37.4 71.7 51.0 37.2 37.1

< 6 yrs . Other 32.9 52.0*  46.0 - 44,2 40.7

From interviews
% completed education Terminees

6th grade or less
Grades 7-11
High school graduate
Some college
Associate degree
B.A., or B,S.
Graduate degree
Other
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8Not available from Boston's computerized files.

*Difference between "terminees" and "other" significant at the .05 level.
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Table 15

Types of Assistance That AFDC-Basic Earners Had Been

Recelving When They Lost AFDC Because of OBRA by Site

Assistance

AFDC
Average grant@
Average no. of years
Since receiving
first grant
Between birth of
l1st child and
receipt of grant
Received AFDC as a child

Public housing or government
housing subsidy

Food stamps
Average grant
Lost food stamps with
AFDC

aIn the month in which the sample was drawn,

Boston

{n=120)
$164

8.5

4.6

19.2%

60.8%

50.8%
$83

85.2%

(n=61)

Dallas

(n=130)
$71

6.1

5.3

15.5%

43.8%

90.7%

$170

42.4%
(n=118)

Memphis Milwaukee Syracuse

(n=120) (n=122) (n=140)
$76 $197 $172
8.5 7.6 8.2
4.3 5.1 5.6
20.0% 19.7% 19.3%
48.3% 15.6% 32.9%
96.7% 42.6% 79.3%
$150 $96 $81
11.2% 67.3% 72.1%

(n=116) {(n=52) (n=111)

Since AFDC cases may have had their

grants reduced before termination, using the sample month gives a more accurate
overall dollar decrease for AFDC earners than using any other month.
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data on employment and earnings characteristics in another
section below, we have included in table 14 information on the
average time earners had been with their employers before losing
AFDC. The data show substantial evidence of employment stabil-
ity. 1In four sites, AFDC recipients had been with the same em-
ployer an average of 2.8 to 3.4 years; in Dallas, it was 1.7
years.,

In table 15, we present information on the types of assis-
tance that earners who lost AFDC benefits had been receiving.
The average AFDC dgrant in terminated cases was sizable--$71 in
Dallas, $76 in Memphis, and between $164 and $197 in Boston, Mil-
waukee, and Syracuse, the three sites with the higher payment
standards. On the average, these OBRA terminations occurred 6 to
8-1/2 years after the respondents and their children had first
received AFDC; 4.3 to 5.6 years separated the birth of a first
child and the first receipt of AFDC. However, 16 to 20 percent
of the persons who were interviewed reported that they had re-
ceived AFDC as children.

The differences between the sites in the percentages of in-
dividuals reporting that they had been receiving food stamps be-
fore losing AFDC reflect, in part, differences in state AFDC need
and payment standards. The food stamp program uses the national
poverty level for determining eligibility. If a state's AFDC
payment standard is sufficiently high, cases can be eligible for
AFDC but ineligible for food stamps. Thus, the sites with the
lowest AFDC payment standards, Dallas and Memphis, have the high-
est proportions of food stamp recipients~-91 and 97 percent.
Additionally, because AFDC benefits are included in the food
stamp program's calculations of income, families in states with
low AFDC payment standards can receive larger food stamp grants,
as we see in Dallas and Memphis, where the average food stamp
grants were $170 and $150. 1In the three other sites, they ranged
from $81 to $96.

Some analysts predicted that AFDC households would find
their benefit losses partially compensated for by increases in
food stamp grants, but OBRA contains provisions that tighten the
rules on eligibility for food stamps. 1In states with high AFDC
payment standards, these rules could have affected AFDC earners
with higher incomes. Before OBRA, food stamp eligibility and
benefits were based on a comparison of a household's net income
with the povertyv level, but OBRA instituted a gross—-income test
of 130 percent of the poverty level.3 The food-~-stamp earned-
income disregard was reduced from 20 o 13 percent. Our re-
spondents who had received food stamps before OBRA in Boston,

3Except for households containing a member 60 years old or older
or a member who receives disability, blindness, or Supplemental
Security Income payments under titles I, II, X, XIV, or XVI of
the Social Security Act.
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Milwaukee, and Syracuse reported losing food stamp benefits when
they lost AFDC at rates of 67 to 85 percent; the rates in Memphis
and pDallas were 11 and 42 percent.

The percentages of respondents reporting that they lived in
public housing or had some portion of their rent paid by.a gov-
ernment agency ranged from 16 percent in Milwaukee to 61 percent
in Boston.

Types of assistance and health insurance
coverage in August-December 1983

among AFDC earners who lost

benefits because of OBRA

We looked at the types of assistance that AFDC earners who
lost benefits under OBRA reported that they were receiving when
we interviewed them in August-December 1983 and the types of
health insurance that they were then covered by. Between 19 and
27 percent were again receiving AFDC benefits in Dallas, Memphis,
and Milwaukee, between 7 and 8 percent in Boston and Syracuse.
These rates are comparable to those we found in our case-~-record
reviews of all OBRA earner terminees for an earlier time point
(see table 10). However, the average AFDC grant amounts reported
at the time of the interview are substantially higher than those
that were received by the entire terminee group before OBRA's
implementation.

The percentages of families who reported that they were
receiving food stamps at the time of the interview were lower
than the percentages who reported receiving food stamps before
they lost AFDC, which probably reflects changes in eligibility
that OBRA made in the food stamp program. However, the average
food stamp grants that were reported do not differ substantially.
Few respondents reported receiving unemployment insurance.

Since all AFDC recipients are categorically eligible for
Medicaid, all had health-care coverage before losing AFDC. Be-
cause some states have "medically needy" programs for low-income
persons, we expected that some of the families losing AFDC be-
cause of OBRA would have retained subsidized health care. We
asked a series of questions to determine how many had health
insurance coverage at the time of the interview, the nature of
that insurance (public or private), and who was covered in the
family. We did not gather data on the scope of insurance serv-
ices being provided or on the proportion of health expenses
being covered privately and by government programs,

Between 13 and 31 percent reported that either they or their
children were being covered by Medicaid. Some were eligible for
Medicaid because they had returned to AFDC. Others may have been
eligible for medically needy programs (all our sites but Dallas
have medically needy programs). Except in Memphis, the great
majority who were enrolled in Medicaid were covered for both
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Table 16

Types of Assistance That AFDC-Basic Earners Who Had Lost AFDC Because of OBRA
Were Receiving and the Health Insurance Coverage They Had in Fall 1983 by Site

Boston Dallas Memphis Milwaukee Syracuse
Assistance
AFDC 8.3% 18.5% 20.8% 27.0% 7.1%
Average dgrant $313 $138 $147 $368 $293
Food stamps 18.3% 55.4% 78.3% 34.4% 37.1%
Average grant $94 $188 $178 $100 $121
Public housing or government 55.8% 43.1% 48.3% 12.3% 30.0%
housing subsidy
Unemployment insurance 4,2 4.6 1.7 4.9 2.9
Health insurance
Coverage
Medicaid
Self only 0% 0% 0% 1.6% 1.4%
Children only 1.7 0.8 11.7 3.3 5.0
Self and children 11.7 16.2 17.5 26.2 23.6
Other government
Self only 0.8 0 0 0 0.7
Children only 2.5 0.8 2.5 0 2.9
Self and children 3.3 0 0 1.6 0
Private policy
Self only 6.7 3.8 5.0 7.4 10.0
Children only 0.8 3.1 5.0 2,5 5.0
Self and children 49.2 16.2 18.3 50.8 46.4
No coverage
Self 30.0 63.8 60.0 16.4 25.0
Children 32.5 63.1 50.0 20.5 25.7
Self nor children 27.5 59.2 45.0 13.9 17.1
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themselves and their children. Only a small percentage of the
terminees whom we interviewed indicated that they or their
children currently had any other kind of government health
coverage.

The differences in the sites are particularly marked with
respect to coverage by private health insurance. In Memphis and
Dallas, only a quarter of those we surveyed had any such insur-
ance for either themselves or their children at the time they
were interviewed, while for families in Boston, Milwaukee, and
Syracuse the comparable figure was more than half. Most of these
families had policies that covered both the respondent and at
least some of the children, but a number of the policies were
limited to one or the other. 1In some of these cases, children
were covered by another parent's health insurance.

A number of respondents indicated that they had no health
insurance coverage at all at the time they were interviewed,
whether for themselves or for their children. Approximately 60
percent had no health insurance for themselves in Dallas and
Memphis; a similar number in Dallas also had no coverage for
their children. 1In Memphis, children lacked health insurance in
50 percent of the families. 1In Boston, Milwaukee, and Syracuse,
by contrast, the proportion of respondents with no health cover-
age for themselves ranged from 16 to 30 percent, and the propor-
tion with no health insurance for their children ranged from 21
to 33 percent. (Table 16 summarizes these data.)

The general circumstances of AFDC
earners who lost AFDC under OBRA

In this section, we present information on the general
circumstances of AFDC earners terminated from AFDC because of
OBRA, including the reported incidence of forgone health care,
steps taken to produce cash or reduce assets, and the frequency
of various hardships before and after the loss of AFDC.

The lack of health insurance could result in decisions to
forgo the treatment of health problems. Several questions in the
interview examined the extent to which the respondents had not
sought care, being unable to pay, or had sought care but had been
refused for financial reasons. Between 14 and 24 percent of the
nersons who were interviewed indicated that at least once since
their termination from AFDC, they had not sought the treatment of
a medical problem for either themselves or their children. The
comparable range of responses for a similar question concerning
dental problems was higher--between 29 and 48 percent., Finally,
8 to 13 percent reported that they had been refused either medi-
cal or dental treatment because they could not pay for it or did
not have insurance. We did not obtain information on the fre-
quency with which the respondents had forgone health care before
losing AFDC, so that we do not know whether the incidence has
changed. (See table 17 on the next page.)
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Table 17

e Health Care Forgone and Assets Reduced Among AFDC-Basic Earners
After Losing AFDC Because of OBRA by Site

Boston Dallas Memphis Milwaukee Syracuse

Health care
pid not seek treatment 21.7% 23.8% 17.5% 21.3% 13.6%
for a medical problem
because of expense

Did not seek treatment 48.3 40.0 32.5 30.3 28.6
for a dental problem
because of expense

Were refused medical or 13.3 12.3 13.3 8.2 7.9
dental care because »
unable to pay or had
no insurance

[47

Assets

Depleted savings 55.9 10.8 6.7 52.5 26.4

Sold a car and did 1.7 13.1 1.7 8.2 7.1
not buy a better one

rPawned or sold 15.8 18.5 7.5 13.9 10.7
belongings

Borrowed on a life 6.7 3.1 1.7 4.9 0.7
insurance policy

Cashed a life 7.5 5.4 2.5 5.7 2.1
insurance policy

Acquired a financial 22.5 10.0 10.8 25.4 17.1
loan

Took other steps to 10.8 13.8 12.5 18.9 20.3

obtain cash

JUNSOTONI
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We also looked at the steps the respondents had taken to
raise cash since being dropped from AFDC. The disparity among
the sites is striking: between 53 and 56 percent of the re-
spondents in Boston and Milwaukee withdrew funds from savings
accounts, compared to 7 percent in Memphis, 11 percent in Dallas,
and 26 percent in Syracuse. Terminees in Boston and Milwaukee
were also somewhat more likely to have borrowed money from a bank
or finance company. Respondents in Dallas were slightly more
likely to have pawned or sold belongings or to have sold a car
without replacing it with a better one.

Table 18 on pages 44-45 presents the percentages of respond-
ents who reported 11 specific hardships in the 2 years before
losing AFDC and after losing AFDC. Except in Memphis, a number
of these items (17 of 55 comparisons overall) show significant
shifts. The two events that were reported as having happened
most frequently, both before and after OBRA, and that increased
significantly after OBRA in most of the sites were having to
borrow $50 or more from a friend or relative and running out of
food and having no money to buy more. The three sites where
respondents reported a statistically significant increase in
running out of food after OBRA were the sites with high AFDC pay-
ment standards--Boston, Milwaukee, and Syracuse. These sites
also have the lowest percentages of AFDC terminees receiving food
stamps and the greatest percentages losing food stamps sirmultane-
ously with the loss of AFDC. Smaller but statistically signifi-
cant increases after OBRA were also found for families reporting

in pallas, Milwaukee, and Syracuse that they had obtained food

from charities.

We asked the respondents whether they believed that they
were eating better or worse at the time of the interview than
they had been eating before they were terminated from AFDC.
Gererally, about 50 to 60 percent said that there was no
difference in how well they ate.
change, significantly more respondents in Boston, Memphis,
Milwaukee, and Syracuse reported that they were worse off now

than before.

Of thnse that indicated a

Boston Dallas Memphis Milwaukee Syracuse
Eat better or
worse now?
About the same 50.0% 52.3% 60.0 55.7% 50.7%
Much better 7.5 6.2 5.8 7.4 8.6
Somewhat better 8.3 20.8 7.5 9.0 7.1
Somewhat worse 26.7 18.5 22.5 18.9 26.4
Much worse 7.5 2.3 4.2 9.0 7.1
If worse, why? (n=41) (n=27) (n=32) (n=34) (n=47)
Less to eat 41.5 25.9 56.3 52.9 46.7
Eat less meat 36.6 14.8 15.6 52.9 42.6
Eat cheaper food 26.8 29.6 25.0 55.9 51.1
Run out of food 31.7 40.7 62.5 50.0 31.9
Other 43.9 22.2 6.3 26.5 17.0
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Table 18

Problems AFDC-Basic Earner OBRA Terminees Experienced During
the 2 Years Before Losing AFDC and After Losing AFDC

Before and

Problem after OBRA Boston Dallas Memphis Milwaukee Syracuse
Clothes: none for children Before 15.0% 13.8% 17.5% 9.0% 3.6%
to wear outside home After 19.2 15.4 14.2 16.4* 7.1
Utilities
Phone shut off Before 23.3 31.5 23.3 20.5 17.9
After 25.0 35.4 24,2 30.3* 29.3*
Gas shut off Before 7.5 19.2 22.5 23.0 15.0
After 13.3. 20.8 20.0 32.0* 17.9
Electricity shut off Before 3.3 18.5 24.2 14.8 15.0
After 8.3 15.4 20.0 16.4 20.0
1+ months late in paying Before 20.0 30.8 38.3 45.9 44.3
After 34.2%% 33,1 34.2 59.8% 51.4
Rent or mortgage
Evicted or forced to move Before 1.7 7.7 5.0 3.3 2.1
because not paid After 0.8 6.9 4.2 3.3 3.6
1+ months late in paying Before 40.0 20.8 20.0 14.8 24.3
After 47.5 28.5 25.0 31.1** 32.1

*pDifference significant at the .05 level,
**pjifference significant at the .01 level.
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(Table 18 continued)

Before and

Problem after OBRA Boston Dallas Memphis Milwaukee Syracuse
Food _
Ran out and had no money Before 40.8% 55.4% 45.8% 37.7% 30.0%
to buy more After 60.0** 58.5 37.5 54,9%* 50.7**
Had to get food from a Before 10.0 15.4 18.3 17.2 16.4
church or other charity After 15.0 23.8*% 20.0 27.9* 25.7%
Cash
Borrowed $50+ from a Refore 45.8 48,5 36.7 45.1 31.4
friend or relative After 60.0* 60.8% 43.3 61.5** 52,9*%*
Had something repossessed Before 0.8 7.7 6.7 0.8 2.9
After 0.8 13.1 5.0 2.5 2.1

*pifference significant at the .05 level,
**pjfference significant at the .01 level.
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Changes in the employment and income
circumstances of AFDC earners

who lost AFDC under OBRA

Table 19 displays information on reported changes in the
employment and income circumstances of AFDC earners terminated by
OBRA. According to the case records, all respondents had earned
income the month before OBRA's implementation, but a few of the
respondents reported that they had not been employed when they
lost AFDC. The discrepancy may result from faulty recollection,
inaccurate case record 1nformat10n, or changes in employment
status between the sampling date and the AFDC 1oss. Except in
Dallas, these cases were fewer than 5 percent,.

In general, AFDC terminees were employed at the time of the
interview, although in Dallas, Memphis, and Milwaukee some 23 to
38 percent were unemployed. Since we have no information on the
normal rate of movement in and out of the labor force at these
sites, we cannot determine whether this represents a change in
their work patterns because of OBRA.

Among those who were working when they lost AFDC and when
we interviewed them, the average number of hours worked each week
in four sites tended to be greater at the time of the interview
(statistically significant only in Boston) than at the time of
the AFDC loss, although 45 to 68 percent of the respondents re-
ported no change (that is, no change greater than 3 hours}.

Average wage rates (adjusted by u51ng the local consumer
price index) increased significantly in three sites, as did aver-
age monthly earnings.4 Even after adjustments for inflation,
approximately 38 to 71 percent of the AFDC terminees who were
still working at the time of the interview had managed to in-
crease their earnlngs by more than $25 a month. However, re-
ported monthly earnings in Boston, Dallas, Memphis, and Milwaukee
had decreased by more than $25 for 22 to 32 percent of the termi-
nees still working.

For the question of economic well-being, the issue is more
complicated. It involves not just whether earnings increased for
persons still working but whether total income changed for the
group as a whole., 1In table 19, we present information on the
respondents' monthly income and changes in income--that is,
income from sources in addition to earnlngs-—adjusted to Sep-
tember 1981 dollars (see appendlx I1I for comparisons of unad-
justed figures). 1Income in table 19 includes any earnings, AFDC
grant, and food stamp grant that the respondents received. It
does not include the earnings of other members of the household
or other sources of unearned income.

4Wage rates were calculated as total compensation (including
bonuses) per hour worked.
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dANSOTONT

Employment and Income Characteristics of AFDC-Basic Earner OBRA
Terminees 1 Month Before Losing AFDC and at Time of Interview

Refore and

Characteristic after OBRA Boston Dallas Memphis Milwaukee Syracuse
Working@ (n=120) (n=130) (n=120) (n=122) (n=140)
Before 100.0% 90.0% 96.7% 95.9% 97.1%
After 87.5 68.5 62.5 77.0 85.0
Change ,
Increased hours 15.8 12.3 10.9 11.5 15.7
Decreased hours 4,2 7.7 5.0 5.7 4.3
Stopped working 12.5 25.4 35.3 19.7 13.6
Started working 0 3.8 0.8 0.8 1.4
] Not working 0 6.2 2.5 3.3 1.4
No change (+ 3 hrs) 67.5 44.6 45.4 59.0 63.6
Average weekly hours workedb ~ (n=105) (n=84) (n=73) (n=93)  (n=117)
Before 35.3 34.4 27.9 37.8 37.2
After 37.5%%* 34.4 29.3 38.9 38.4
Average wageP (n=96) (n=80) (n=67) (n=91)  (n=112)
Before $4.62 $3.96 $4.23 $4.83 $4.19
After 5.47%% 4,23 4,23 5.51% 4,70%*

ano significance tests were performed on "working" and "change" in working.

Pror those working before and after; wages and earnings in September 1981 dollars,
adjusted against the local consumer price index.

*pifference significant at the .05 level,
**pjfference significant at the .01 level.
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Average monthly earnings@

Change
Increased
Decreased

- e
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Average gonthly respondent

income
ingcoene

Change

Increased

Decreased
No change (+ $25)

For households that did
oy

A

*pifference significant at

**pifference sxgnlflcant at

Before and

after OBRA Roston Dallas emphis Milwaukee Svyracuse
{n=96) {(n=80) {n=68) {n=91) {n=112)
Refore $699 $562 $456 $781 $675
After 875** 598 494 918%** 793%*
67.7% 50.0% 38.2% 57.1% 70.5%
21.9 30.0 27.9 31.9 10.7
10.4 20.0 33.8 11.0 18.8
(n=102) (n=105) n=87) (n=116) {n=129)
Refore $923 $744 $649 §a998 $871
After 808 ** 515** 463** 818** 720**
35.3% 21.0% 17.2% 25.0% 24.0%
56.9 76.2 77.0 73.3 70.5
7.8 2.9 5.7 1.7 5.4
not (n=67) (n=46) n=42) (n=70) (n=72)
Before $913 5732 $706 $1,009 $854
After glo0* 528** 460** 8l10** T47**
A afinr. n and aarninage in Can mhar 1021 Anllare
3 aLlL Lol , \_-’ €A1\ CT4QLii & b 24 dlid S A AUMT A A ST A NS ddelX X Dy
consumer price index,
earnings + AFDC grant + food stamps (in September 1981 dol-
local consumer price index).
the .05 level,
the .01 level.
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On average, respondents in all sites had significantly less
income at the time of the interview than they had before they
lost AFDC because of OBRA; differences are as much as $115 to
$229 less a month (in constant dollars). Thus, even though earn-
ings increased for many who remained in the labor force, the
respondents as a whole (including those no longer working) appar-
ently did not make up the entire loss of income from AFDC and
food stamps by working.

Whether a decrease in a respondent's income is a "real" de-
crease depends to some degree on whether there is also a change
in the composition of the household. To investigate whether in-
come decreases persisted when households did not change, we anal-
yzed income changes for the households in our interview samples
that did not change composition during the study period. 1In all
the sites, the respondents' average income was significantly
lower at the time of the interview than before the AFDC loss.>

Finally, we analyzed average monthly household income. The
figures we present here include all earned and unearned income

Boston Dallas Memphis Milwaukee Syracuse

Average monthly $932 $681 $586 $985 $874
household income (n=116) (n=126) (n=117) (n=118) (n=140)

In relation to 1983
OMB poverty
level, households

Below 29.3% 75.4% 85.5% 28.0% 40.7%
Above 100% 65.5 18.3 10.3 66.1 49.3
Below 90% 20.7 67.5 79.5 18.6 30.0
Below 75% 12.9 51.6 65.0 12.7 19.3

except housing subsidies (in current dollars) reported for all
household members at the time of the interview. The comparisons
in table 19 do not include the resources of other household mem-
bers, so that there is some possibility that the persons we in-
terviewed and report in that table had additional resources after
their AFDC loss. Income information on all household members was
available only for the time of the interview.

The sites differ dramatically in the distribution of these
households around the 1983 poverty level (as defined by the

S5changes in household size may result from others entering one's
household or from moving into the household of others, such as
parents, relatives, or friends. The percentages of respondents
reporting that their households increased by at least one adult
were 5.0 percent in Boston, 21.5 percent in Dallas, 12.5 percent
in Memphis, 13.1 percent in Milwaukee, and 18.6 percent in
Syracuse., We expect to discuss household changes in greater
detail in a forthcoming report.
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Office of Management and Budget). 1In Boston, Milwaukee, and
Syracuse, households below the poverty line range from 28 to 41
percent, but in Dallas and Memphis they are 75 and 86 percent.
While the sites in the states with higher AFDC payment standards
show 49 to 66 percent of these households above 110 percent of
the poverty level, in Dallas and Memphis 52 and 65 percent are
below 75 percent of the poverty level.
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OBRA PROVISIONS RANKED BY THE STATES
AS AFFECTING AFDC CASELOADS AND PAYMENTS®

Number of states ranking the provisions

Provision Mean” 1lst 2nd 3rd 4th 5th No©
Caseload

150% gross-income 1.3 26 9 5 1 1 4
limit

Stepparent income 2.2 8 12 6 2 1 17

Monthly reporting 2.6 2 4 2 2 1 35

Earned income 3.0 6 11 11 9 6 3

18-21-yr-old 3.0 2 5 5 5 2 27
dependents

$1,000 asset limit 3.5 0 2 4 4 2 34

3rd-trimester 3.7 0 1 4 6 2 33
pregnancy limit

Payments

150% gross—income 1.7 14 9 3 1 0 13
limit '

Earned incomed 2.1 17 4 6 3 3 7

Stepparent income 2.4 4 10 9 2 0 15

18-21-yr-old 3.1 1 6 5 6 2 20
dependents

3rd-trimester 3.3 1 3 5 4 3 24
pregnancy limit

$1,000 asset limit 3.5 0 1l 5 6 1 27

2Includes only provisions ranked by at least 20 percent of the
states.

Prhe mean rank for each provision is calculated for all states
that ranked that provision; 7 states did not respond to the
question on caseloads, and 13 did not respond to the question
on payments. :

CThe number of states providing some information but not speci-
fically ranking the provision.

dIncludes the work—-expense and child-care limits, earned-income
tax credit, the 4-month limit on earned-income disregard, the
disregard calculation on net income, and combinations of these
provisions as reported by individual states.
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ANALYSIS OF THE EFFECT OF OBRA
ON AFDC-BASIC CASELOADS AND OUTLAYS

The statistical approach to estimating changes in AFDC-Basic
caseloads and outlays resulting from OBRA that we used is known as
"ARIMA," or "auto-regressive integrated moving average," impact
assessment (McCleary and Hay, 1980). We used it as an alternative
to classical regression approaches. ARIMA refers to a class of
stochastic process models (Box and Jenkins, 1976; Box and Tiao,
1975) that empirically describe changes in a variable over time as
a function of the past behavior of that variable, rather than as a
function of other variables, as in the regression approach.
However,

"The reader who is familiar with the more widely used
regression approaches to time series analysis (structural
equation or econometric models) should not assume that
ARIMA models are substantially different than regression
models. While ARIMA models require the novel input-output
explanation, the two approaches are in fact identical.
The only real difference between ARIMA and regression
approaches to time series analysis is a practical one.
Whereas regression models can be built on the bases of
prior research and/or theory, ARIMA models must be built
empirically from the data. Because ARIMA models must be
identified from the data to be mcdeled, relatively long
time series are required . . . . The reader may use [no
fewer than 50 observations as a] rule of thumb when decid-
ing whether to analyze time series data from an ARIMA or
regression approach. When relatively long time series
are available, an empirical ARIMA approach will ordi-
narily give the best results. But when relatively short
series are available, regression approaches informed by
prior research and/or theory will give the best results.”
(McCleary and Hay, 1980, p. 20)

In addition, the ARIMA approach is often conceptually more
appropriate to the analysis of an interrupted time series
quasi-experiment.

In general, the intervention studied in an interrupted time
series analysis should be a discrete event that occurs at a well-
defined point in time and that can be expected to be observable
as a reasonably immediate change in the outcome measure. In re-
gression terms, the intervention is represented as a dummy vari-
able that changes from 0 to 1 at the time that the event occurs.
For example, in our analysis of OBRA's effect (the intervention)
on the AFDC-Basic national caseload (the outcome), the dummy vari-
able changed from 0 to 1 on the date on which OBRA became effec-
tive, in October 1981. However, since we know that some states
did not fully implement the OBRA provisions until several months
after October 1981, our analysis incorporates an additional
assumption that OBRA's effect increased gradually over several
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months until it reached a new and stable level. It is possible
to use continuous variables (that is, another time series) in the
analysis if certain conditions are met.

The actual statistical analysis of an interrupted time
series is an iterative process in which alternative models are
identified and tested until a model is found that is both
statistically adequate and parsimonious. The details of the
iterative process of identification, estimation, and diagnosis
are in McCleary and Hay (1980). We used the ARIMA program in
the ?AS/ETS program library for our statistical analyses (SAS,
1982).

CASELOADS

The first step in building a statistical model of the case-
load data was to find an ARIMA model that adequately described the
month-to-month fluctuations in the caseload before the implementa-
tion of OBRA. It was not possible to define such a model from
the caseload series alone, because the slope of the time series
changed drastically during the pre-OBRA period (see figure 3 on
the next page). Such shifts are typically related to some change
in economic conditions or program administration. After examining
many possible variables, we found that the number of unemployed
women maintaining families was related to the caseload shifts, and
we incorporated this into the ARIMA model. This makes sense sub-
stantively and statistically, since we found that unemployment
leads the caseload by 2 months.

The model we selected incorporates unemployment as an in-
dependent variable time series, represents the intervention as
a gradual and permanent change in level, and uses an ARIMA
(2,1,0)(2,0,0);2 model without a constant. The parameter esti-
mates for the model are as follows:

ARIMA
6, = 0.25 with t = 3.08
¢, = 0.18 with t = 2.22
(1)122 0.28 With t = 3.07
b2,= 0.30 with t = 2,92

unemployment

we = 0.0538 with t = 1.74

intervention

we = =91.67 with t = 8.81

§; = 0.814 with t = 20.17
residuals

x> = 28.41 (df = 20), p = 0.10
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Figure 3

NATIONAL AFDC—BASIC CASELOAD AND UNEMPLOYMENT

OF FEMALES WHO MAINTAIN FAMILIESY

FROM JANUARY 1973 TO JUNE 1983
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The estimate of the asymptotic change in level is calculated as
wo/(1-81). Based on the AFDC-Basic caseload model, the caseload
decrease from its expected level in the absence of OBRA is esti=-
mated to be 492,849 cases where the gradual decline in the case-
load stabilized. Forecasts of the post-OBRA caseload based on
the model conform to the actual caseload only for the months
immediately after OBRA. After the first 8 to 10 months, the
actual caseload shows a trend back toward the pre-OBRA level,

QUTLAYS

The model for estimating OBRA's effect on outlays does not
require the incorporation of a second time series of economic
events. An ARIMA (0,1,0)(1,0,0)32 model fits the pre-OBRA out-
lays time series quite well. This model accounts for the general
upward trend in costs and for a seasonal pattern in which the ob-
servation at time t is closely related to the observation at time
t-12 (a relatively common occurrence in monthly data). The in-
tervention is modeled as a gradual and permanent change. The
parameter estimates are as follows:

ARIMA
o = 0.004 with t = 2,72
¢$,,= 0.44 with t = 5,24
intervention
We= =-0,0257 with t = -3,.13
§1= 0.723 with t = 5.59

residuals
x’= 24.94 (4f = 22), p = 0.30

Based on this model, the monthly change in AFDC-Basic out-
lays after the initial decline stabilized is $92.78 million,.
However, as with the caseload analysis, a divergence between the
actual outlays data and forecasts based on the ARIMA model sug-
gests that OBRA's effects may be lessening over time.
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Before and

after OBRA Boston Dallas Memphis Milwaukee Syracuse
Average waged (n=96) (n=80) (n=67) (n=91)  (n=112)
Before $4.62 $3.97 $4.26 $4.88 $4.20
After 5.83*%% 4.60%* 4.52 6.00%% 5.01%**
Average monthly (n=96) (n=80) (n=68) (n=91) (n=112)
earnings? Before $700 - $563 $458 $ 789 $678
After 933*%* 650** 529% 1,000*%* 846%**
Change
Increased 78.1% 65.0% 44.1% 67.0% 89.3%
Decreased 6.3 17.5 10.3 6.6 3.6
No change (+ $25) 15.6 17.5 45.6 26.4 7.1
Average monthly (n=102) (n=105) (n=87) (n=116) (n=129)
respondent incomeP Before $924 $745 $653 $1,008 $874
After 861 560** 495%% 8a1* TEeT**
Change
Increased 46.1% 23.8% 19.5% 30.2% 29.5%
Decreased 52.0 68.6 67.8 63.8 59.7
No change (+ $25) 2.0 7.6 12.6 6.0 10.9
For households that (n=67) (n=46) (n=42) {n=70) (n=72)
did not change Before $914 $794 $710 $1,019 $857
composition After 863 573%* 492%% 796

aror those working before and after.

bIncome source =
dollars).

*Difference significant at the .05 level.
**Difference significant at the .0l level.

882*

the sum of earnings + AFDC grant + food stamps (in current
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